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THEORY AND PRACTICE
Current Studies and Concepts
EILEEN T. CORCORAN, CPA, Special Editor
Arthur Young & Company
Chicago, Illinois

deemed to be common stock equivalents, in
which case only one per share amount would
be shown, i.e. primary earnings per share in
cluding equivalents. Fully diluted earnings per
share is a pro forma presentation reflecting the
dilution of earnings per share that would have
occurred if all contingent issuances of common
stock that would individually reduce earnings
per share had taken place at the beginning of
the period (or time of issuance of the con
vertible security, etc., if later). Such con
tingencies may result from the existence of dilu
tive securities which are not deemed to be
common stock equivalents, or agreements for
issuance of common shares upon the satisfaction
of certain conditions. The Opinion suggests
terminology to be used in such circumstances.
It also provides, as did the exposure draft but
not Opinion No. 9, that under these circum
stances a schedule or note should explain the
basis upon which both primary and fully
diluted earnings per share are calculated. Both
the primary and fully diluted earnings per
share computations should exclude those
securities whose conversion, exercise or other
contingent issuance would have the effect of in
creasing the earnings per share or decreasing
the loss per share amounts.

As stated in the September issue this month’s
column discusses (1) earnings per share dis
closures in financial statements involving simple
capital structures and complex capital struc
tures, (2) periods for which such disclosures
are required, and (3) when supplementary
earnings per share information should be given.
Significant differences from Opinion No. 9, the
previously issued Opinion on this subject, and
from the exposure draft of APB Opinion No.
15, are pointed out.

Disclosure
The Opinion requires, as did the exposure
draft, the presentation of primary and, when
appropriate, fully diluted earnings per share
on the face of the income statement. Opinion
No. 9 recommended, but did not require, that
such disclosures be made on the face of the
income statement.
When extraordinary items are present, the
Opinion requires per share data to be pre
sented for “Income before extraordinary items”
and “Net income” and states that it may also
be desirable to present per share amounts for
the extraordinary items. The optionality of the
latter disclosure represents a change from the
exposure draft and from Opinion No. 9 which
required it.

Periods Covered

Simple Capital Structures
The capital structure of a corporation is rela
tively simple if it consists only of common stock
or does not include any potentially dilutive
securities, which could in the aggregate dilute
earnings per common share (any reduction of
less than 3% in the aggregate, taking into ac
count only those securities which would reduce
earnings per share, need not be considered dilu
tive). In these cases, a single presentation ex
pressed in terms such as “Earnings per com
mon share” is considered appropriate. Neither
the exposure draft or Opinion No. 9 specified a
dilutive percentage.

The Opinion provides that earnings per share
data should be presented for all periods covered
by the income statement or summary of earn
ings. If potential dilution exists in any of the
periods presented, the dual presentation of
primary earnings per share and fully diluted
earnings per share should be made for all
periods presented. The exposure draft required
that fully diluted earnings per share be furnished
only for the latest full fiscal year and any sub
sequent interim period presented, although it
could be furnished for prior periods. Practice
under Opinion No. 9 varied.
When results of operations of a prior period
included in the statement of income or sum
mary of earnings have been restated as a result
of a prior period adjustment, the Opinion pro
vides that earnings per share data given for the
prior period should be restated and that the

Complex Capital Structures
Corporations with capital structures other
than those described above should report earn
ings per share on two bases (primary and fully
diluted), unless all of the dilutive securities are
14

However, primary earnings per share data
should not be adjusted retroactively for con
versions.
The Opinion provides that when a sale of
common stock or common stock equivalents for
cash occurs during the latest period presented
or shortly after its close but before completion
of the financial report and a portion or all of
the proceeds of such a sale has been used to
retire preferred stock or debt, or is to be used
for that purpose, supplementary earnings per
share data should be furnished (preferably in
a note) to show what the earnings would have
been for the latest fiscal year and any subse
quent interim period presented if the retirement
had taken place at the beginning of the respec
tive period (or date of issuance of the retired
security, if later). The number of shares of
common stock whose proceeds are to be used
to retire the preferred stock or debt should be
included in this computation. The bases of
these supplementary computations should be
disclosed.
These provisions were also contained in
Opinion No. 9.

effect of the restatement, expressed in per
share terms, should be disclosed in the year of
restatement. Opinion No. 9 and the exposure
draft both contained this same provision.

Supplementary Earnings Per Share Data

If conversions of securities during the current
period would have affected (either dilutively or
incrementally) primary earnings- per share if
they had taken place at the beginning of the
period, supplementary information should be
furnished (preferably in a note) for the latest
period showing what primary earnings per
share would have been if such conversions had
taken place at the beginning of that period (or
date of issuance of the security, if within the
period). Similar supplementary per share earn
ings should be furnished if conversions occur
after the close of the period but before comple
tion of the financial report. The Opinion fur
ther states that it may also be desirable to fur
nish supplementary per share data for each
period presented, giving the cumulative retro
active effect of all such conversions or changes.

EDUCATION AND LABOR FORCE PARTICIPATION

There is a direct relationship between the educational attainment of women and their labor force par

ticipation. The more education a woman has received, the greater the likelihood that she will be engaged

in paid employment.

In March 1968, 71 percent of all women 18 years of age and over who had completed 5 years or more
of college and 54 percent of all women with 4 years of college were in the labor force. In contrast, only

24 percent of all women with less than 8 years of education were employed or seeking work. The chances
of being employed were even slimmer among women who had less than 5 years of formal education;
only 17 percent were in the labor force.

Unusually high rates of labor force participation were shown for women 45 to 54 years of age with
5 years or more of college (86 percent) and for women 20 to 24 years of age with 4 years of college

training (82 percent).
-U. S. DEPARTMENT OF LABOR, August 1969
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